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NOTICE TO EMPLOYEES

SECTION 403 (b) PLAN
OFFERED BY THE STATE OF DELAWARE FOR PUBLIC
SCHOOLSAND THE DEPARTMENT OF EDUCATION

403(b) Plan: The State of Delaware is a tax-exempt government employer, and its public
schools and the Department of Education are eligible to offer aretirement savings program as
described under section 403(b) of the Internal Revenue Code (“403(b) Plan”). The purpose
of this notice is to ensure that you are aware of the 403(b) Plan and provide you with the
information necessary to enroll. Under the 403(b) Plan, employees may make contributions
on a pre-tax basis to a 403(b) account, where the earnings grow tax-deferred until they are
distributed. 1t isthe employee’s responsibility to investigate and select an investment service
provider, called a “vendor” among the vendors available under the 403(b) Plan and to select
among the investments offered by the vendor. It is aso your responsibility to understand the
tax and investment consequences of the custodial account or annuity selected for investment.
You may seek investment, legal, or tax advice if necessary, as State and school district
benefits staff are not qualified to provide this type of information. An IRS Publication 571
(Tax Sheltered Annuity Programs for Employees of Public Schools) is available at
www.irs.gov (the IRS swebsite).

Who is Eligible: Full-time employees are eligible to participate in the 403(b) Plan. In
addition, regular part-time education employees, substitute teachers and other empl oyees who
routinely work 20 or more hours per week are eligible for the 403(b) Plan. Employees who
are not eligible for the 403(b) Plan include: part-time, short-term, or substitute employees
who work less than 1,000 hours per year, non-resident aliens, independent contractors, and
students performing certain services for the school in which they are enrolled.

Enrollment/Amendment Periods. Generally, an employee may enroll in the 403(b) Plan as
a new hire or at any time during the year by obtaining the required form from the payroll
department of the school or agency at which you are employed, from the State Treasurer’s
website at http://www.treasurer.delaware.gov/services/403b.shtml, or from Leighann Hinkle, the
Plan Administrator for the 403(b) Plan, by calling 302-672-6705.

Annual Contribution Limits. The maximum annual amount that may be contributed from
your salary to a 403(b) plan is set by the IRS and is $15,500 for 2008. If you are age 50 or



over by the end of 2008, you may contribute an additional $5,000 for 2008 for a total of
$20,500.

Vendors (Investment Service Providers): The State has provided a list of the current
investment providers for the 403(b) Plan on the State Treasurer's website at
http://www.treasurer.delaware.gov./services/403b.shtml.  Those who do not have access to the
internet may contact Leighann Hinkle, Plan Administrator at 302-672-6705 to obtain the list
of approved vendors. In order to comply with recently issued regulatory guidance, the State
isreviewing the status of its approved vendors and may be making changes as needed.

Employees may select among the approved vendors designated by the State under the 403(b)
Plan. Once you select a vendor, you will then have to select among the investment funds
offered by the vendor for your 403(b) Plan account. Employees have the right to select a new
vendor for future monies at any time. However, transfers between vendors is currently
restricted due to a change in the law.

It is important to understand any redemption fees, surrender charges, or other withdrawal
restrictions which may be imposed on changes in investments. Please educate yourself about
the fees, charges and restrictions prior to selecting a vendor since you may wish to change
vendors or investments at some time in the future.

Cancellation by the Employee: You have the right to cancel your future 403(b)
contributions at any time. To do so, please contact your payroll department and complete the
required form to discontinue salary reductions.

Termination of Payroll Deduction: There are circumstances whereby your 403(b)
contribution can be automatically stopped by your employer. 1f the amount of contributions
from your salary exceeds the annual contribution limit, your employer will automatically
terminate the payroll deduction. If a vendor notifies the State that it has no record of your
account, the deduction will be stopped immediately in the payroll system and no further
deductions will be made until the problem is resolved by you, and the vendor notifies your
payroll department in writing that the 403(b) account on fileisvalid.

Documentation: The only documentation to be executed by the State or school district in
connection with an employee’s 403(b) account is the Salary Reduction Agreement. The
Salary Reduction Agreement should be completed by you and returned to your payroll
department. Any other contractual documents are between you and the vendor.

Note: It is important that employees contemplating contributions to a 403(b) account
under stand that thisis a personal financial investment decision for which the employeeis solely
responsible. Neither the State of Delaware nor the applicable school district endorses,
monitors, recommends, sponsors, or guarantees any 403(b) investment marketed by any
vendor .



